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§206.47 Property standards; repair
work.

(a) Need for repairs. Properties must
meet the applicable property standards
of the Secretary in order to be eligible.
Properties which do not meet the prop-
erty standards must be repaired in
order to ensure that the repaired prop-
erty will serve as adequate security for
the insured mortgage.

(b) Assurance that repairs are made.
The mortgage may be closed before the
repair work is completed if the Sec-
retary estimates that the cost of the
remaining repair work will not exceed
15 percent of the maximum claim
amount and the mortgage contains
provisions approved by the Secretary
concerning payment for the repairs.

(c) Role of mortgagee. The mortgagee
shall cause one or more inspections of
the property to be made by an inspec-
tor approved by the Secretary in order
to ensure that the repair work is satis-
factory, and prior to the release of
funds for the repairs. The mortgagee
shall hold back a portion of the con-
tract price attributable to the work
done before each interim release of
funds, and the total of the hold backs
will be released after the final inspec-
tion and approval of the release by the
mortgagee. The mortgagee shall ensure
that all mechanics’ and materialmen’s
liens are released of record.

(Approved by the Office of Management and
Budget under control number 2528-0133)

[64 FR 24833, June 9, 1989, as amended at 60
FR 42760, Aug. 16, 1995; 61 FR 49033, Sept. 17,
1996]

§206.51 Eligibility of mortgages in-
volving a dwelling unit in a condo-
minium.

If the mortgage involves a dwelling
unit in a condominium, the project in
which the unit is located shall have
been committed to a plan of condo-
minium ownership by deed, or other re-
corded instrument, that is acceptable
to the Secretary, except as provided in
§234.26(i) of this chapter.

[61 FR 26984, May 29, 1996]

§206.53

REFINANCING OF EXISTING HOME EQUITY
CONVERSION MORTGAGES

§206.53 Refinancings.

(a) General. This section implements
section 255(k) of NHA. Except as other-
wise provided in this section, all re-
quirements applicable to the insurance
of home equity conversion mortgages
under this part apply to the insurance
of refinancings under this section. HUD
may, upon application by a mortgagee,
insure any mortgage given to refinance
an existing home equity conversion
mortgage insured under this part, in-
cluding loans assigned to the Secretary
as described in §206.107(a)(1) and
§206.121(b) under this part.

(b) Definition of ‘‘total cost of the refi-
nancing.”” For purposes of paragraphs
(c) and (d) of this section, the term
“total cost of the refinancing’” means
the sum of the allowable charges and
fees permitted under §206.31 and the
initial MIP described in §206.105(a) and
paragraph (c) of this section.

(¢) Initial MIP limit. The initial MIP
paid by the mortgagee pursuant to
§206.105(a) shall not exceed two percent
of the increase in the maximum claim
amount (i.e., the difference between the
maximum claim amount for the new
home equity conversion mortgage and
the maximum claim amount for the ex-
isting home equity conversion mort-
gage that is being refinanced).

(d) Anti-churning disclosure—(1) Con-
tents of anti-churning disclosure. In addi-
tion to providing the required disclo-
sures under §206.43, the mortgagee
shall provide to the mortgagor its best
estimate of:

(i) The total cost of the refinancing
to the mortgagor; and

(ii) The increase in the mortgagor’s
principal limit as measured by the esti-
mated initial principal limit on the
mortgage to be insured less the current
principal limit on the home equity con-
version mortgage that is being refi-
nanced under this section.

(2) Timing of anti-churning disclosure.
The mortgagee shall provide the anti-
churning disclosure concurrently with
the disclosures required under §206.43.

(e) Waiver of counseling requirement.
The mortgagor may elect not to re-
ceive counseling under §206.41, but only
if:
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